HOUSEOF REPRESENTATIVES
OlympidVashington

Bill Analysis Bill No.HB 2192

Preventin@ nonprofitcorporatiorirom
enteringnto certaincontractswith the state
whencertaintypesofmisfeasance,
malfeasancemonfeasancdavebeen

committed.

Brief Title Hearing Date:3/2/99

RepsClements Staff: SteveLundin

Sponsor(s) State Governmer@ommittee
Phone:786-7127

BACKGROUND:

Varioudifferentypesofcorporationmayincorporatethisstatebyfiling article®incorporatiowith
the SecretanyfState, includingothfor profitcorporatiomscdot for profitcorporationarticleof
incorporati@anefiledwith the SecretaryfState whenevexrcorporatiancorporates.

A foreigrcorporatianayonlyjtransacbusinesa thisstateif it obtaing certificat@futhorityfromthe
SecretanyfState.

SUMMARY:

Stateagenciemerequiretbapply tahe SecretargfState for theadministratigespensiafanot for
profitcorporation@a foreignnotfor profitcorporation’sgertificateincorporationf-theagency
establishéisatthecorporatianeetanythe criteriadevelopdxythe directoothe OfficeofFinancial
Managemaeatescribingisfeasanaaalfeasanaaonfeasand®/the corporatiaelatingoperformance
ofa personakerviceontracbrclient serviceontractwvith the stateagency Criteriacestablish
misfeasanaaalfeasanaanonfeasandacludeyutarenotlimitedo:

Failuréomeet reportingequirements;

Fraud;

. Misusefunds;

Failuréccomply failuraaimely complet®jrepeatedlyiolating correctivactiorplan;



. Materidbreaclofcontract;

. Defaulonperformancdmaterialtermsthe contract;
. Significardverpayments;

. Significamoublilling.

TheSecretargfState musissuea certificat®@Buspensiori a stateagencyilesanapplicationThe
certificatés filedandhoticeis mailedithe corporatidvycertifiednail. Oncehe certificatef
suspensiaifiled thecorporatianaynotenteiintopersonakervicerclient serviceontractaiththe
stateandvithinthreemonthgactstateagencis requirettterminateanycontractaiththecorporation
for personakervicesrlient services.

TheDepartmenticensings notifiedbthe filingothe certificat@suspensionyvhichentershis
informatian electroniecordsontainingnifiedusinegdentifiers.

Thecorporatiomayfilea requestviththe SecretaryfState for anadjudicatiyeroceedimyerthefiling
othe certificatavithin20daysoferviceothe notice.If therequegs timelyfiledthe Secretaryf
Statemaynotsuspenithe certificateincorporationnlessheadjudicatiy@oceedimgsultsn a finding
thatthecorporatianeetanyothese criteria.

Thecorporatiomaypetitiothe SecretaryfState for reinstatemeafteranintervatletermindxythe
SecretanyfState. Anagencthatapplietithe SecretargfState tosuspendhecertificatef
incorporatiafa corporationmustrecommetithtthe certificate@incorporatiobereinstated the
corporatidmsremedigtie misfeasangealfeasanaenonfeasandbatwasthe subjecbthe
applicaticanchastakersufficientorrectivactiortgpreventa reoccurrence.

TheSecretargfState shallcancethecertificatesuspensioandeinstateéhearticle®incorporatioto
unrestrictestatugf thesecretargieterminglsatthe corporatidmasremedigtiemisfeasance,
malfeasana@nonfeasandbatledtahe suspensiamchastakersufficientorrectivactiortgprevent
areoccurrenaaa court ocompetenjurisdictiooranadministrativewudgeordershereinstatement
othe certificateincorporationTheDepartmenticensings notifiedfa suspension.

FISCANOTE:Notequested.

EFFECTINCEATE:Augus1 1999.



